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U.S. Balance of Payments 


In the fourth quarter of 1956, the United States gained 
gold and liquid dollar assets from other countries for the 
first time since early 1952. Holdings rose by more than 
$300 million. The increase would have been about $400 
million if the interest payment on the Anglo-American 
loan of 1945 had not been waived. When allowance is 
made for seasonal factors, the rise was about $160 mil 
lion: during the first three quarters of 1956 there had 
been net decreases in gold and dollar holdings. averaging 
about $380 million per quarter. The fourth quarter rise 
was attributable mainly to larger U.S. exports; U.S 
payments decreased, as slightly larger payments for im 
ports were more than offset by a decline in tourist 
expenditures abroad and a larger return flow through 
repayment of government loans. 

The effects of the Suez crisis upon the U.S. balance of 
payments and the changes in gold and dollar reserves 
abroad cannot yet be fully evaluated. U.S. exports of 
petroleum rose about $100 million in the fourth quarter, 
compared with a slight decline a year earlier. Agricul 
tural exports to Europe increased, but many of these 
products had been contracted for in earlier periods and 
their movement appears to have conformed to the sea- 
sonal pattern in previous years. U.S. petroleum imports 
fell slightly. in contrast to a slight rise a year earlier 
Apparently the closing of the Canal did not reduce im 
ports of commodities other than oil. On the other hand, 
a rise in rubber imports may have been associated with 
the tension in the Middle East. 


On a seasonally adjusted basis. the largest: increase in 


Europe 


U.K. Exports of Manufactures 


The value of U.K. exports of manufactures increased 
by 11 per cent in the first nine months of 1956, while 
world exports of manufactures increased by 15 per cent. 
Consequently, the U.K. share of the total fell to 19.3 
per cent, compared with 20 per cent in the same period 
of 1955. 

{ report by a Working Party of U.K. Government De- 
partments, published in the Board of Trade Journal, 
compares the changes in U.K. exports of manufactures 
by commodities and areas with those of other countries. 
Between 1951 and 1955 the U.K. share of world exports 


of manufactures fell by 2.3 per cent, whereas Germany’s 


U.S. receipts was in unrecorded transactions, as reflected 
in the item, net errors and omissions; such receipts rose 
from $50 million in the second quarter to $187 million 
in the third and to $335 million in the fourth, the highest 
figure for any quarter since 1949. Data for postwar years 
seem to indicate that movements in this unexplained 
residual are related to changes in foreign reserves. Net 
U.S. receipts from unrecorded transactions seem to be 
relatively small as long as transactions of foreign coun- 
tries with each other, as well as with the United States, 
are either in balance or result in growing gold and dollar 
reserves. A rising disequilibrium indicated by larger 
dollar deficits seems to be followed by an increase in 


unrecorded net U.S. receipts. 


Recent disturbances in the balances of international 
payments became most evident in the decline of reserves of 
the sterling area and certain European countries. For the 
sterling area, the decrease in gold and dollar holdings in 
1956 resulted from dollar payments to third countries, 
since the area had a surplus in its transactions with the 
United States. U.S. receipts from continental Europe 
rose much more sharply than payments in 1956, and 
there was an excess of receipts in the last quarter. In 
contrast to the sterling area, continental Western | urope 
acquired gold and dollars from third countries in 1955 
and 1956. and its losses in the fourth quarter were 
due to its excess of payments on transactions with the 
United States. 

Source: 


Department of Commerce. Survey of Current 


Business, Washington. D.C... March 1957 


share increased by 5.2 per cent. According to the Work- 
ing Party report, the U.K. share of such trade in the 
OEEC area market fell from 15 per cent in 1951 to 12.5 
per cent in 1955; in the North American market from 
13.3 per cent to 11.3 per cent; in the Latin American 
market from 8.7 per cent to 6.6 per cent; and in the 
sterling area from 55.5 per cent to 54.3 per cent. 

Source: The Financial Times, 

March 29, 1957. 


London, England, 


U.K. Export Credit Guarantee 

The April 1956 reduction by the U.K. Export Credit 
Guarantee Department (ECGD) in premiums on insur- 
ance against the risk of loss on short-term export business 


resulted in the following ten months (to February 1. 
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1957) in a 4'5 per cent increase in the number of current 
short-term policies. The average premium for covering 
credits of up to six months fell by 2s. 3d., to 9s. 3d. per 
£100 insured. Short-term policies now account for about 
four fifths of the total business insured by the ECGD. 
though the medium-term policies, usually for credit 
cover of up to five years, are now providing half the 
premium income. 


As of April 1, 1957, ECGD has made the following 
improvements in the terms on which it insures exporters 
against the risk of loss on short-term business: Once the 
goods have been shipped, the exporter will be paid 95 
per cent instead of 90 per cent of all specified losses. 
Claims arising from political or transfer risks will be 
paid after four months instead of six, and claims arising 
from default after acceptance of goods will be paid after 
six months instead of twelve. The seller will, for the first 
time, be given limited cover against default before the 


buver has accepted the goods. 


Source: The Economist. London. England. March 16. 


1957. 


U.K. Industrial Production 


Total industrial output in the United Kingdom has not 
changed significantly since March 1955. A slight fall in 
total factory production has been offset by higher output 
in mining, building, and the public utilities. For Febru- 
ary 1957, the seasonally adjusted index of industrial 
production is estimated at 136-137 (1948 average—100), 
compared with 136 for each of the two previous months 


and annual averages of 137 for both 1955 and 1956. 


Source: The Financial Times. 


March 28, 1957. 


London, England, 


Creation of Transferable Area by Belgium 


The Belgian-Luxembourg Exchange Control Office has 
announced an important modification in its foreign ex- 
change regulations, effective April 1, 1957. The main 
innovation lies in the creation of a transferable area that 
will include all countries with the exception of those in 
the dollar area and those with which bilateral payments 
agreements remain in force. Accounts of residents of 
countries outside the Belgian monetary area have up to 
those relating to 
(1) dollar countries, (2) EPU countries, (3) bilateral 


agreement countries. and (4) all others, described as No 


now been divided into four groups: 


Agreement countries. Under the new regulations, groups 
2 and 4 will be merged into the new transferable area. 
Balances on nonresident accounts related to this new area 
are transferable freely to all other transferable accounts 
and are also exchangeable freely with EPU currencies in 


the official market. The Belgian authorities estimate that 
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about 80 per cent of the foreign transactions of the 
Belgian-Luxembourg Economic Union takes place with 
countries in the new transferable area. No change will be 


made in the present system with regard to payments to 


and from dollar area countries and countries subject to 
bilateral agreements. However, Bolivia and Paraguay 
(until now considered as No Agreement countries) will 
be treated as dollar area countries, while Chile and Fin 
land (previously bilateral agreement countries) will be 
in the transferable area. 

Source: Agence Economique et Financiére, Brussels, Bel- 
gium, March 18. 1957. 


Sources of Energy in Switzerland 


The importance of oil as a source of energy in Switzer- 
land is indicated by the increase in the proportion of oil 
to total energy supplies from 12 per cent in 1938 to 21 
per cent in 1948 and 33 per cent in 1954. The comparable 
ratio in France is 20 per cent; Belgium, 16 per cent; the 
United Kingdom, 13 per cent; and West Germany, 9 per 
cent. There has been a corresponding decline in Switzer- 
land in the importance of coal, which in 1938 supplied 
66 per cent of the total energy requirements of the coun- 
try, and in 1954, 39 per cent. Hydroelectric power pro- 
vides about one fifth of Switzerland’s energy require- 
ments, but the increase to be expected from the equipment 
now in operation and additional projects that are planned 
would do no more than cover the estimated annual in- 
crease of 5-8 per cent in demand for energy. 

Source: Société de Banque Suisse, Bulletin, Basle, Swit- 


zerland. February 1957. 


Norwegian Barter Agreement with U.K. 


A group of U.K. motorcar manufacturers has nego- 
tiated with the Norwegian Government a barter agree- 
ment for the sale in Norway of British cars in addition 
to those sold under the present quota arrangement. The 
U.K. car manufacturers have imported an initial con- 
signment of canned Norwegian herring valued at NKr 3 
million (£150,000), and in return Norway will import 
an additional 500 cars from the United Kingdom. A 
spokesman for the British car manufacturers stated that 
further shipments of cars under this arrangement would 
depend on the U.K. market for Norwegian fish. 

Sources: The Times and The Financial Times, London, 
England, March 25, 1957. 


West German Capital Market Problems 


The Federal Ministers of Economic Affairs and of 
Finance, in recent discussions of the problems of the 
West German capital market with Ministers and Senators 


of the Lander Governments, have agreed that the system 
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of tax privileges for savings must be abolished. The Min- 
ister of Economic Affairs recommended instead a gen- 
eral reduction of taxation. On the same occasion, a 
spokesman of the Federal Ministry of Economic Affairs 
surveyed the formation of savings in recent years. In the 
period 1950-56, savings amounted to about DM 175 bil- 
lion, of which about DM 31.5 billion were made in 1955 
and about DM 35.6 billion in 1956; the ratio of savings 
to gross national product was higher in Germany than 
in either the United Kingdom or the United States. How- 
ever, only about one quarter of these savings was chan- 
neled through the capital market, and in 1956 the figure 
was only 20 per cent. 

In a recent report on the capital market, the Vice- 
Chancellor points out that the level of taxation has been 
too high, surpluses in the public budgets accounting for 
DM 6-13 billion annually, or 25-40 per cent of net sav- 
ings in the years 1951-55. Self-financing of enterprises 
is estimated at DM 12-13 billion annually, or 40-60 per 
cent of the net capital formation in the West German 
economy in the period 1951-56. The Vice-Chancellor con- 
cludes that the capital market has been deprived of about 
DM 100 billion in the last five years. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, March 1, 1957. 


Relaxation of West German Import Restrictions 


The Federal Republic of Germany has removed all re- 
strictions on imports of clothing, shoes, and synthetic 
fabrics, with effect from March 12, 1957. The Ministry 
of Economic Affairs has stated that the measure is in- 
tended to facilitate imports of these goods and thus help 
to stabilize the domestic price level. 

Ziircher 
March 15, 1957. 


Source: Neue 


Zeitung, Zirich, Switzerland, 


Austrian 1956 Budget Results 


The Austrian Ministry of Finance has announced that 
the over-all deficit in the federal budget for the calendar 
year 1956 was S 0.73 billion, which was considerably 
less than the deficit of S 2.17 billion provided for in the 
budget estimates. The ordinary budget showed a surplus 
of S 0.64 billion, with receipts amounting to S 29.97 
billion and expenditures to S 29.33 billion. Receipts in 
the ordinary budget exceeded the estimate by 5S 3.93 
billion, or about 15 per cent, while expenditure exceeded 
the estimate by S 2.08 billion, or about 8 per cent. In the 
extraordinary budget there was a deficit of S 1.37 billion, 
which was covered in part by the surplus of the ordinary 
budget and in part by a reduction in the cash holdings 
of the Treasury. 


Source: Neue Ziirich, 


Ziircher 
March 19, 1957. 


Zeitung, Switzerland, 


Economic Developments in Greece 


Private deposits with commercial banks and other 
financial institutions in Greece—which had declined by 
2 per cent last November, under the impact of political 
tension in the Middle East—have resumed their upward 
trend, increasing by about 5 per cent per month, the rate 
that had been reported for the period from May through 
October 1956 (see this News Survey, Vol. IX, p. 224). 
The extension of bank credit to the private sector during 
1956 was made possible to a large extent by the substan- 
tial growth of commercial banks’ own resources. Of the 
net expansion of Dr 2,350 million, or 28 per cent, in 
credit to business and agriculture during the year (com- 
pared with Dr 397 million, or 5 per cent, in 1955), only 
Dr 345 million was financed by central bank funds. 
Central bank financing of bank credit declined from 57 
per cent at the end of 1955 to 48 per cent on December 31, 
1956. As a result of the measures taken in June to balance 
the budget (see this Vews Survey, Vol. IX, p. 11), the 
cash position of the Government, indicated by changes 
in its ordinary accounts with the Bank of Greece, im- 
proved considerably in 1956. On the other hand, to 
finance its purchases of consumer goods the Government 
borrowed from the Bank in 1956 to a greater extent than 


in 1955. 

Because of the shift from demand deposits to time 
deposits and particularly to savings deposits, the growth 
of over-all bank deposits since last May, when the interest 
rate on time and savings deposits was increased, did not 
affect the money supply. After rising to Dr 6,150 million 
on December 31, 1956 (13 per cent higher than a month 
earlier and 24 per cent higher than a year earlier), the 


note circulation declined by some 10 per cent, to Dr 5,524 


million, at the end of February. The fact that the decline 


in the note circulation in the first two months of this year 
was greater than in past years is explained in part by 
the substantial increase in commercial bank deposits with 
the Bank of Greece; this increase was due to the banks’ 
obligation to deposit with the central bank any excess of 
their resources which by law are earmarked for specified 
credits (at preferential rates of interest) over actual 
requirements. The excess of these resources (which must 
include 33 per cent of private bank deposits and all of 
the deposits of public entities) over requirements re- 
sulted from the considerable growth of bank deposits 
and the seasonally low demand for specified credits. 
Agricultural production in 1956 is estimated to have 
been close to that in 1955. The global index of industrial 
production was some 3 per cent higher than in 1956 and 
88 per cent above the 1939 average. The index of extrac- 
tion of minerals exceeded the 1955 average by 13.8 per 
cent; while the index of the output of lignite fell by 12.2 
per cent, that for the extraction of mineral ores increased 
by 39.5 per cent. Mining production, including lignite, 


in 1956 was 65 per cent higher than before the war. 
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The rise of the money supply in 1956 seems to have 
been considerably greater than the increase in production 
and national income. However, an apparent decline in 
the velocity of circulation of money and a sharp increase 
in the import surplus prevented substantial price in- 
creases. Wholesale prices in the Athens-Piraeus area in 
December 1956 were 4.7 per cent, and the cost of living 
in Athens was 1.3 per cent, higher than a year earlier 
(Bank of Greece indices). 
increases occurring in the first half of the year. After 
advancing in November to 153.6 (1952—100), the high 


with the larger part of the 


point of the year, the wholesale price index declined to 
in December 1955 it had been 
146.1. The cost of living index rose from 136.1 (1952 

100) in December 1955 to 137.4 in November 1956 and 


38.1 in February of this year. The increase in the 


152.8 in February 1957: 


demand for gold sovereigns last November, precipitated 
by world political events, was followed first by a return 
of the domestic gold market to pre-November conditions 
and more recently by a decline in the demand for sov- 
ereigns and a substantial contraction of the scope of the 
gold market. Gold transactions on the Athens Stock Ex- 
change are reported to have fallen to a daily average rate 
of 7,000 sovereigns during the two-week period ended 
March 9, compared with a previous rate of 10,000 to 
12.000. The price of the sovereign fell from Dr 325 at the 
end of 1956 to about Dr 314 on April 2. The black market 
premium on the U.S. dollar note fell from an average of 
1 per cent in December 1956 to about 0.2 per cent in the 
period from March 12 to March 23. The black market 
dollar 
US$10.73 in December 


March 12 to March 23. 


At the same time, the volume of security transactions 


averaged 
US$10.38 from 


price of the sovereign, which had 


1956, was 


expanded considerably. As a result, the daily average 
value of security transactions in the Athens Stock Ex- 
change was Dr 690,000 in the two weeks ended March 6, 
against Dr 200,000 in the preceding two-week period, 
Share quotations, as measured by the Oikonomikos Tahi- 
dromos index, advanced by 2.5 per cent in February and a 
further 4.2 per cent in the period from March 19 to 
March 23. Rising confidence is regarded as the main 
factor for the gradual revival of the public’s interest in 
securities. An additional factor is that many corporations 
(including the Bank of Greece) increased considerably 
their 1956 dividend payments to shareholders. 

Payments for imports (c.i.f.) in 1956 were $81 mil- 
lion, or 22 per cent, higher than in 1955, primarily on 
account of increased imports of wheat and oilseeds, be- 
cause of poor domestic crops, and of such other consumer 
items as sugar and rice, partly for the creation of govern- 
ment regulatory stocks. Higher freights and increases in 
certain world prices also contributed to the increase in 
payments. Export proceeds rose by only $3 million, or 


1.5 per cent. The increase of $78.3 million in the import 
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surplus, to $242.2 million, was offset only in part by an 
increase of $23.5 million in net invisibles, which resulted 
primarily from higher remittances from emigrants and 
seamen. On a payments basis, the current account deficit 
increased from $21.6 million in 1955 to $76.4 million in 
1956. Utilized U.S. aid (including shipments under the 
U.S. surplus farm products program) rose from $77.6 
million in 1955 to $80.7 million in 1956. Official exchange 
reserves (including clearing balances), which had _in- 
creased by the equivalent of $51.9 million in 1955, rose 
by only $3 million in 1956. On December 31, 1956, 
exchange reserves were reported at the equivalent of 
US$200.4 million (mostly in U.S. dollars), and obliga- 
tions to foreign suppliers for imports which had already 


been effected were the equi alent of US$53.5 million. 


Bank of Greece, Monthly Bulletin, March 1957. 
T ahi- 


Sources: 
and Naftemboriki and Oikonomikos 


dromos. various issues, Athens, Greece. 


Middle East 


Oil in the Middle East 


Representatives of eight major international oil com- 
panies met recently in London for exploratory discussions 
of plans and finances for laying a new 1,000-mile pipeline 
between oilfields in southern Iraq and the Port of Isken- 
deron in Turkey. The cost of the line is estimated at about 
$500 million, and its capacity would be about 800,000 
barrels per day, depending on pumping equipment. The 
companies represented were the Standard Oil Company 
of New Jersey. Standard Oil of California. Socony Mobil 
Oil, Gulf Oil, the Texas Company, Compagnie Francaise 


des Petroles. Royal Dutch Shell. and British Petroleum. 


Source: The Journal of Commerce. New York. N.Y.. 
March 22. 1957. 


Economic Development in Egypt 


The Egyptian Government has announced a plan for 
the reclamation of approximately 1,200,000 acres of 
desert land southwest of Alexandria. The plan is said to 
be second in importance only to that for the High Aswan 
Dam. and its cost is estimated at LE 200 million. A canal 
would be dug to bring water from the Rosetta branch of 
the River Nile. and Wadi El Natroun would thus become 
a large reservoir. It is estimated that it would take five 
years to complete the canal at a cost of LE 20 million. 
Actual reclamation in Wadi El Natroun would take an- 
other five years and cost the remaining LE 180 million. 
It is estimated that no foreign financial or technical aid 


will be required. 


Source: The Manchester Guardian, Manchester, England, 
March 5, 1957, 
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Higher Interest Rates in Egypt 


The Association of Egyptian Banks, revising an old 
agreement, has raised the maximum interest rates allowed 
on their clients’ deposits. Under the agreement which was 
in effect from February 1955 to May 1956, the interest 


rates allowed ranged between 1 per cent on current 
914, 


deposits and per cent on time deposits for one year 
or more. The rates under the new agreement, which was 
put into effect on October 13, 1956, range from 114 per 
cent on current deposits to 3 per cent on time deposits 
for one year or more. Savings accounts in banks are now 
granted a maximum interest rate of 2's per cent, com- 
pared with 2 per cent previously. The maximum balance 
allowed on any savings account is unchanged, at LE 2.000. 
The fixed maximum rates are gross of present or future 
taxes and stamp duties, which are payable by the client. 

Banks are classified. as under the old agreement. into 
two categories, depending on the size of their deposits. 
Banks whose six-month average of total resident deposits 
is less than LE 5 million are classified as Category B 
banks and may grant their clients rates that are 14 per 
cent higher than the maximum fixed in the agreement 
for each category of deposits. The old agreement per- 


mitted Category B banks to grant an extra !» 


Source: National Bank of Egypt. Economic 


Cairo. Egypt, Vol. IX. No. 4. 1956. 


per cent. 
Bulletin, 


Sudan's Foreign Trade 


Foreign trade statistics indicate that total Sudanese 
exports reached a record figure of LE 67 million in 1956. 
The most important item was exports of cotton and cotton 
products, which amounted to LE 38.7 million. Exports 
of gum arabic, the next most important commodity, 
totaled LE 5.2 million. Imports, at LE 64.5 million, were 
also the highest ever recorded. The trade surplus thus 
amounted to LE 2.5 million. 

In 1955, exports totaled LE 51.4 million, imports 
amounted to LE 48.8 million, and the trade surplus was 
LE 2.6 million. 

Source: Information Centre of 
Sudan, News Bulletin, 
March 11, 1957. 


the Republic of the 


Khartoum, Sudan. 


Petroleum Receipts in Iran 


Iran’s receipts from oil production by the international 
petroleum consortium amounted to £13 million in the 
last quarter of 1956. For the entire year 1956, Iran’s 
receipts from the consortium were £52 million; £37 mil- 
lion was from taxes paid to the Government and £15 
million represented payments in cash and in petroleum 
by the consortium to the National Iranian Petroleum 
Company. 


From late October 1954, when oil production was re- 
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sumed, to the end of 1956 total Iranian receipts from 
the consortium amounted to £87 million—£62 million in 
taxes and £25 million in payments to the National Petro- 
leam Company. During the same period, the consortium 
bought £32 million worth of rials to cover local expen- 
ditures. 


Source: Le Commerce du Levant, Beirut. Lebanon. 


March 20. 1957. 


Far East 


Indian Tea Policy 


The Lower House of the Indian Parliament has rejected 
a resolution urging nationalization of the tea industry. 
Opposing the resolution. the Minister for Commerce 
stated that nationalization has never been a matter of 
general principle with the Government of India. Each 
case is judged on its merits. In regard to the tea industry, 
the Government’s view is that nationalization would not 
be in the national interest. The Minister also rejected 
the allegation that tea plantation workers are being ex- 
ploited (see this News Survey, Vol. IX, p. 112). 
London, England, 


Source: The Financial Times, 
March 23, 1957. 


Ceylon Central Bank Securities 


An issue of Rs 15 million of securities of the Central 
Bank of Cevlon was opened and closed at noon on Feb- 
ruary 5, 1957, with subscriptions totaling Rs 27.7 million. 
Of this total. Rs 8.5 million will mature in six months at 
an interest rate of 1 per cent per annum, and Rs 6.5 mil- 


lion will mature in 18 months, at 1'4 per cent per annum. 
Ceylon Daily 


ary 7, 1957. 


source: 


News. Colombo. Cevlon. Febru- 


U.S. Loans fo Burma 


Under two loan agreements with the United States. 
Burma has received a total of $12.3 million. to be used 
to finance economic development projects aimed at in- 
creasing national production and improving the standard 
of living. One loan. of $25 million. was made from dollar 
funds of the International Cooperation 
(ICA). The other loan. of Burmese currency equivalent 
to $17.3 million. will be funded from kyats paid by 
Burma to the United States for surplus agricultural com- 


modities sold under terms of Public Law 480. The loan 


Administration 


agreements provide that the funds be repaid over a 10-year 
period, beginning four years after the first disbursements 
are made, with interest at the rate of 3 per cent if repaid 
in dollars and 4 per cent if repaid in kyats. 

Burma received technical assistance, on a grant basis, 
from the United States from 1950 to 1953. The final cost 
of the U.S. share of the program undertaken in that 


period was about $19.2 million. Work on some projects 
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which were then assisted by U.S. funds continued long 
after the formal termination of the joint program. The 
Burmese Government has continued to employ the serv- 
ices of several groups of U.S. technicians originally con- 
tracted for under the early program. Under a 1956 agree- 
ment, Burma received $1.1 million from ICA, in pay- 
ment for 10,000 tons of rice which ICA obtained from 
Burma for delivery to Pakistan. The arrangement pro- 
vided that Burma would use the $1.1 million to pay the 
salaries of U.S. technicians and to send Burmese to the 


United States for study or training (see this News Sur- 


vey, Vol. VIII, p. 332). 

Source: International Cooperation Administration, Press 
Release, Washington, D.C., March 21, 1957. 

Land Reform in Viet-Nam 


On February 18, 1957. 


State for Landed Property and Agrarian Reform sent to 


the Viet-Nam Secretary of 


the chiefs of the southern provinces a circular outlining 
the rights of landowners subject to land reform to dis- 
pose of their land. Landlords owning more than 100 
hectares are authorized to sell their land to individual 
purchasers in lots of 3 hectares. The cost of recording 
fees and transfer formalities is to be borne by the buyer. 
Sales or donations of land by such a landlord to his wife 
or children are forbidden; and in any sale that may be 
effected, the pre-emption right of the cultivator of the 
land to purchase the plot cultivated by him must be 
maintained. 


Source: L’Information du Viet-Nam Economique et Fi- 


nanciere, Saigon, Viet-Nam, February 28, 1957. 


Increase in Bank of Japan Discount Rate 


Effective March 20, 1957, the Bank of Japan raised its 
basic discount rate from 7.30 per cent to 7.67 per cent. 
At the same time, the Bank reduced the proportion of 
commercial bank borrowing from it that is subject to 
penalty interest rates. There was also a relaxation of the 
criteria of eligibility of trade bills for rediscount. 

There has been some credit stringency in Japan in 
recent months and call money rates have risen sharply. 
By its recent action, the Bank of Japan has acted to ease 
this stringency while, by raising the basic rate, it has 
attempted to discourage any tendency toward excessively 
liberal lending. 

Source: The Journal of Commerce, New York, N.Y.., 
April 1, 1957. 


Indonesian Foreign Trade 


Indonesia’s exports in 1956 were valued at US$883 
million, a decrease of about $49 million from 1955. On 
the whole, the decrease was due to the fall in world prices 
for most of Indonesia’s leading exports: the total volume 


of exports expanded by about 7 per cent. Sales to the 


Netherlands increased from $147 million in 1955 to $172 
million in 1956, but those to several other principal 
European markets fell. Thus, exports to the United King- 
dom fell from $93 million to $79 million, to West Ger- 
many from $41 million to $36 million, to France from 
$9 million to $7 million, to Poland from $14 million to 
$11 million, and to Czechoslovakia from $11 million to 
$1 million. 

Indonesian imports for the period from January to 
October 1956 were valued at $703 million, compared with 
$485 million during the corresponding period of 1955. 
Since exports during this period also amounted to $703 
million, the trade was in balance; in January-October 1955 
there had been an export surplus of $252 million. 
Source: Indonesian Observer, Indonesia, 
March 19, 1957. 


United States and Canada 
U.S. Cost of Living 


The Bureau of Labor Statistics reports that the index 


Djakarta, 


of consumer prices in the United States advanced from 
118.0 (1947-49=100) in December 1956 to 118.7 in 
February 1957; in February 1956, the index was 114.6. 
Higher prices for food and housing accounted for most 
of the rise after December, although there were increases 
in the prices for all other major groups of goods and 
services except apparel. The housing index rose by 0.8 
per cent from December to February. The index for food, 
which had declined by 1.7 per cent from July 1956 to 
January 1957, rose by 0.7 per cent in February. The rise 
in the cost of living is expected to cause an increase in 
wages of 1 cent to 2 cents per hour for about 135,000 
workers employed primarily in the aircraft industries. 

Sources: Department of Labor, Bureau of Labor Statis- 
tics, Consumer Price Index for February 1957, 
Washington, D.C., March 22, 1957; The Wall 
Street Journal, New York, N.Y., March 25, 1957. 


U.S. Housing Finance 


The relation between declining housing construction 
in the United States and housing finance was explained 
recently by the Chairman of the Federal Reserve Board 
before the Senate Banking and Currency Committee. In 
February 1957 the number of new housing starts fell to 
915,000 (seasonally adjusted), the lowest rate since the 
spring of 1949. The entire decrease since February 1956, 
when the rate was 1,127,000, has been concentrated in 
starts financed under federal government sponsorship; 
starts financed with conventional mortgages have not 
declined at all. Conventional financing now accounts for 
nearly seven tenths of all starts, whereas two years ago 
it accounted for less than half. The slower rate of home 
building during the past two years may represent in part 
a corrective action, following the unusually high rate of 
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early 1955, and in part a reflection of consumer resistance 
to rising construction costs. However, the fact that the 
recent decline has been confined to federally aided pro- 
grams indicates that the 


interest rate ceilings on 


government-insured and government-guaranteed mort- 
gages have interfered with the smooth functioning of the 


housing industry. 


Competing demands for savings to finance industrial 


growth, municipal construction, and consumer pur- 
chases have grown, causing a rise in interest rates. Yields 
on conventional mortgages also have risen, but the ceil- 
ing rates that have prevailed on government-sponsored 
mortgages have become a barrier to the continuing flow 
of private funds into this type of investment. There have 
been several suggestions for relieving this situation 
through further government investment in mortgages. 
None of these proposals would increase the total flow of 
savings, from which all demand for long-term investment 
must be met; instead, they would require an increase in 
federal borrowing, which would raise market interest 
rates still further. If home construction is to continue to 
be supplied with nearly $1 billion of new funds every 
month, as it has been in recent years, it will be essential 
to restore contact between the major types of financing 
and the market through correction of unrealistic ceilings 
on the rate of interest. 

Source: The Wall Street Journal, New 

March 20, 1957. 


York, N.Y., 


Canadian Uranium Exports 


It has recently been agreed that over the next five years 
the United Kingdom will purchase from Canada $115 
million worth of uranium concentrates. This amount rep- 
resents a minimum that Canada can supply under present 
circumstances, having regard to its previous commit- 
ments; the amount may be increased. Under the contract, 
the U.K. Authority will purchase the 
uranium from Canada’s Governmental agency. Eldorado 


Atomic Energy 


Mining and Refining Ltd. (see this News Survey, Vol. IX, 
p. 275). Shipments of concentrates will begin immedi- 
ately. 

Sources: The Globe and Mail, Toronto, Canada, March 27 


and 28, 1957. 


Dividend Payments by Canadian Enterprises 


According to private evaluations, dividend payments 
by Canadian firms in the first quarter of 1957 were almost 
$200 million, or 18 per cent higher than in the same 
period in 1956. A record high figure was reached in 
March of this year, when payments were 20 per cent 
more than in March 1956. 

Source: The Globe and Mail, Toronto, Canada, March 21, 


1957. 


Canada’s Farm Acreage 


Although Canada’s total farm area remained substan- 
tially constant at 174 million acres from 1951 to 1956, 
the number of farms decreased by almost 8 per cent. 
from 623,000 in 1951 to 575.000 last year. The average 
area per farm thus increased from 279 acres in 1951 to 
302 acres in 1956. The number of farms decreased in all 
provinces, but increases in acreage in the three prairie 
provinces, Saskatchewan, Alberta, and Manitoba, counter- 
balanced considerable decreases elsewhere. 

Farmers intend to decrease the acreage under wheat. 
by 7 per cent, to 19.9 million acres this year. Wheat 
acreage would thus be the smallest since 1943-44 and the 
second lowest in 37 years. The barley acreage may be 
only slightly below the 1955 record level. and oat plant- 
ings are expected to be the highest since World War II. 
New records may be reached for durum wheat, flaxseed, 
rapeseed, and mustard seed. 

Sources: Dominion Bureau of Statistics. Daily Bulletin, 
March 8. 1957. and Weekly Bulletin, March 23, 


1957. Ottawa. Canada. 


Latin America 
Increase in Peruvian Duties on Imports 


Peru has raised its specific import duties on a long 
list of items included in the tariff schedule, has estab- 
lished a number of new classifications, and has changed 
many others. Only the specific duties have been raised; 
the ad valorem duty of 13.667 per cent on the c.i.f. value 
of the items remains unchanged. The increased rates, 
which are to go into effect on May 27, apparently have 
been established to protect domestic industries. None of 
the items affected by the new rates is included in the list 
of concessions made by Peru under the General Agree- 
ment on Tariffs and Trade. 

Goods affected by the changes include household china- 
ware, electric condensers and transformers, paper and 
paperboard produc ts, coppel wire and cable. burlap, hats, 
shoe lasts. hat blocks, other miscellaneous items, dibutyl] 
phthalate, basic compounds for hair dye manufacture, 
synthetic detergents. iron and steel furniture, household 
utensils and manufactures, and sanitary ware. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., April 1, 1957. 


Petroleum Production in Brazil 


Nearly 55 per cent of the oil products consumed by 
Brazil in 1956 was provided by Petroleos Brasileiros, 
S.A. (Petrobras). which refined an average of 115.000 
barrels of crude oil per day. In terms of foreign exchange, 
the value of the increase in oil products supplied by the 
corporation is estimated at the equivalent of US$52.9 
million. 


Crude oil production at the Bahia fields rose from a 
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daily average of 7.000 barrels in January to 24.000 bar- 
rels in December. The completion of the Catu-Mata- 
Candeis pipeline and of the port facilities on the island of 
Madre de Deus made it possible to transport oil directly 
from the Bahia fields to the refinery at Cubatao in the 
State of Sao Paulo. The construction of a new refinery 
at Rio de Janeiro, with a daily capacity of 90,000 barrels, 
is expected to be started soon. Three new oil tankers 
1956. For the first time, the 
National Tanker Fleet showed a profit in its operations, 


were acquired during 


amounting to about Cr$200 million. 


Source: The Journal of Commerce. New York. N.Y.. 
March 29. 1957 


Export-Import Bank Credit to Brazilian Railroad 


The Export-Import Bank of Washington has granted 
a credit of US$12.8 million to Cia. Paulista de Estradas 
de Ferro, a privately owned railroad in Brazil. The funds 
are to be used for the purchase of railway equipment in 
the United States. The railroad plans to purchase 38 


70 


diesel electric locomotives, 28.000 tons of heavy rail, and 
materials for electrification and signalling equipment for 
centralized traffic control. The credit will be repaid in 
semiannual installments over ten years, starting in 1959. 
Source: 


The Export-Import Bank of Washington, Press 
Release, Washington, D.C., April 1, 1957. 


Other Countries 


Australian Wool Exports 


Australia’s Minister of Primary Industry announced 
recently that, if the present level of wool prices is main- 
tained, the value of wool exports in the current season 
might reach £A 480 million, an increase of 38 per cent 
over last season. The estimate for the season’s wool clip 
has been revised from 1,488 million pounds to 1,525 
million pounds (greasy basis); last season’s clip, which 
was the highest on record, was 1,400 million pounds. 
Source: Australian Financial Review, Sydney. Australia. 


February 28, 1957. 


Economic Development Plan in Kenya 


The Kenya Government has indicated its intention to 
spend approximately £23 million in the next three years, 
to develop the economy of the Colony. The plan, which 
has been submitted for approval to the Legislative Coun- 
cil, covers agriculture, education, medical services, hous- 
ing, industrial and commercial expansion, closer admin- 
istration of African areas, roads, airports, community 
development, and forestry. Of the total, £18 million 


would be financed by loans raised in East Africa or the 


United Kingdom. Since there is little prospect that a 


substantial budget surplus will be available during the 


next few years to assist in financing the development 
program, the Colony will have to obtain most of its 
capital requirements in London. 

Kenya’s progress since the war is indicated by the 
increase in annual income from £53 million in 1947 to 
£150 million in 1955. Over the same period, imports rose 
from £14 million to £72 million, and exports expanded 
by 260 per cent, to £28 million. 
Source: The Financial Times, 

March 26, 1957. 


London, England, 


Customs Duties in Morocco 


On March 1, 1957. the Government of the United King- 
dom recognized officially that Article 7 of the British- 
Moroccan Convention of 1856, which limited the right 
of the Moroccan Government to impose tariffs on U.K. 
and British colonial products, was “inappropriate to 
existing political and economic conditions,” and the 
Moroccan Government agreed to its abrogation. Under 
the 1856 Convention, which was later confirmed and 
extended by the Act of Algeciras of 1906, all Moroccan 
imports were subject to a uniform ad valorem duty of 10 
per cent and to an import tax of 2.5 per cent, to finance 
public works. The abrogation of the 1856 Convention 
constitutes a first step toward the establishment by Moroc- 
co of a modern differentiated tariff structure. 

Sources: Le Monde, Paris, France, March 3-4, 1957: 
The Financial Times, London, England, March4, 


1957. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, April 1957, shows that in 
January 1957 Bolivia purchased US$1 million under the 
stand-by arrangement of November 1956. Turkey repur- 
chased from the Fund Turkish liras equivalent to US$7 
million. By repurchasing rupees equivalent to US$2 mil- 
lion, Ceylon reduced the Fund’s holdings of Ceylon 


rupees to 75 per cent of its quota in the Fund. 


Internatio 
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